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§23.6

§23.6 Application of lending limits; re-
strictions on transactions with af-
filiates.

All lease entered into pursuant to
this part is subject to the lending lim-
its prescribed by 12 U.S.C. 84, as imple-
mented by 12 CFR part 32, or, if the les-
see is an affiliate of the bank, to the
restrictions on transactions with affili-
ates prescribed by 12 U.S.C. 371c and
371c-1. The OCC may also determine
that other limits or restrictions apply.
The term affiliate means an affiliate as
defined in 12 U.S.C. 371c or 37lc-1 and
Regulation W, 12 CFR part 223, as im-
plemented by Regulation W, 12 CFR
part 223,” before as applicable. For the
purpose of measuring compliance with
the lending limits prescribed by 12
U.S.C. 84 as implemented by part 32, a
national bank records the investment
in a lease net of any nonrecourse debt
the bank has incurred to finance the
acquisition of the leased asset.

[61 FR 66560, Dec. 18, 1996, as amended at 73
FR 22244, Apr. 24, 2008]

Subpart B—CEBA Leases

§23.10 General rule.

Pursuant to 12 U.S.C. 24(Tenth) a na-
tional bank may invest in tangible per-
sonal property, including vehicles,
manufactured homes, machinery,
equipment, or furniture, for the pur-
pose of, or in connection with leasing
that property, if the aggregate book
value of the property does not exceed
10 percent of the bank’s consolidated
assets and the related lease is a con-
forming lease. For the purpose of meas-
uring compliance with the 10 percent
limit prescribed by this section, a na-
tional bank records the investment in
a lease entered into pursuant to this
subpart net of any nonrecourse debt
the bank has incurred to finance the
acquisition of the leased asset.

§23.11 Lease term.

A CEBA Lease must have an initial
term of not less than 90 days. A na-
tional bank may acquire property sub-
ject to an existing lease with a remain-
ing maturity of less than 90 days if, at
its inception, the lease was a con-
forming lease.
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§23.12 Transition rule.

(a) General rule. A CEBA Lease en-
tered into prior to July 22, 1991, may
continue to be administered in accord-
ance with the lease terms in effect as
of that date. For purposes of applying
the lending limits and the restrictions
on transactions with affiliates de-
scribed in §23.6, however, a national
bank that enters into a new extension
of credit to a customer, including a
lease, on or after July 22, 1991, shall in-
clude all outstanding leases regardless
of the date on which they were made.

(b) Renewal of non-conforming leases.
A national bank may renew a CEBA
Lease that was entered into prior to
July 22, 1991, and that is not a con-
forming lease only if the following con-
ditions are satisfied:

(1) The bank entered into the CEBA
Lease in good faith;

(2) The expiring lease contains a
binding agreement requiring that the
bank renew the lease at the lessee’s op-
tion, and the bank cannot reasonably
avoid its commitment to do so; and

(3) The bank determines in good
faith, and demonstrates by appropriate
documentation, that renewal of the
lease is necessary to avoid financial
loss and to recover its investment in,
and its cost of financing, the leased
property.

Subpart C—Section 24(Seventh)
Leases

§23.20 General rule.

Pursuant to 12 U.S.C. 24(Seventh) a
national bank may invest in tangible
or intangible personal property, includ-
ing vehicles, manufactured homes, ma-
chinery, equipment, furniture, patents,
copyrights, and other intellectual prop-
erty, for the purpose of, or in connec-
tion with leasing that property, if the
related lease is a conforming lease rep-
resenting a noncancelable obligation of
the lessee (notwithstanding the pos-
sible early termination of that lease).

§23.21 Estimated residual value.

(a) Recovery of investment and costs. A
national bank’s estimate of the resid-
ual value of the property that the bank
relies upon to satisfy the requirements
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